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Legislative  Audit  Division 

State  of  Montana 


Report  to  the  Legislature 


February  2002 


Financial-Compliance  Audit 

For  the  Two  Fiscal  Years  Ended  June  30,  2001 


Department  of  Agriculture 


This  financial-compliance  audit  report  contains  the  results  of  our  audit  of 
the  Department  of  Agriculture  for  the  two  fiscal  years  ended  June  30,  2001. 
We  issued  an  unqualified  opinion  on  the  financial  schedules  contained  in 
the  audit  report.  This  means  the  reader  may  rely  on  the  presented 
financial  information. 

The  audit  report  contains  no  recommendations  directed  to  the  Department 
of  Agriculture.  The  prior  audit  report  contained  one  recommendation 
which  the  department  implemented. 
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MONTANA  STATE  LIBRARY 

1515  E.  6th  AVE. 
HELENA,  MONTANA  59620 
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Direct  comments/inquiries  to: 
Legislative  Audit  Division 
Room  160,  State  Capitol 
PO  Box  201705 
Helena  MT  59620-1705 


Help  eliminate  fraud,  waste,  and  abuse  in  state  government.  Call  the  Fraud  Hotline  at  1-800-222-4446 
statewide  or  444-4446  in  Helena. 


MONTANA  STATE  LIBRARY 


3  0864  0015    3715  1 


FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Legislative  Audit  Division  to  determine  if  an  agency's 
financial  operations  are  properly  conducted,  the  financial  reports  are  presented  fairly,  and  the  agency  has 
complied  with  applicable  laws  and  regulations.  In  performing  the  audit  work,  the  audit  staff  uses 
standards  set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an  emphasis  in 
accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA)  certificates. 

Government  Auditing  Standards,  the  Single  Audit  Act  Amendments  of  19%  and  OMB  Circular  A-133 
require  the  auditor  to  issue  certain  financial,  internal  control,  and  compliance  reports.  This  individual 
agency  audit  report  is  not  intended  to  comply  with  these  reporting  requirements  and  is  therefore  not 
intended  for  distribution  to  federal  grantor  agencies.  The  Legislative  Audit  Division  issues  a  statewide 
biennial  Single  Audit  Report  which  complies  with  the  above  reporting  requirements.  The  Single  Audit 
Report  for  the  two  fiscal  years  ended  June  30,  1999,  was  issued  on  March  30,  2000.  The  Single  Audit 
Report  for  the  two  fiscal  years  ended  June  30,  2001.  will  be  issued  by  March  31,  2002.  Copies  of  the 
Single  Audit  Report,  when  available,  can  be  obtained  by  contacting: 


Single  Audit  Coordinator 

Office  of  Budget  and  Program  Planning 

State  Capitol 

Helena  MT  59620 

Phone  (406)  444-3616 


Legislative  Audit  Division 
Room  1 60,  State  Capitol 
PO  Box  201705 
Helena  MT  59620-1705 


MEMBERS  OF  THE  LEGISLATIVE  AUDIT  COMMITTEE 

Senator  John  Cobb 

Representative  Joe  Balyeat 

Senator  Jim  Elliott 

Representative  Dee  Brown 

Senator  Dan  Harrington 

Representative  Bill  Eggers 

Senator  Ken  Miller 

Representative  Hal  Jacobson 

Senator  Corey  Stapleton 

Representative  Jeff  Pattison,  Vice  Chair 

Senator  Jon  Tester,  Chair 

Representative  David  Wanzenried 

LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 
John  W.  Northey.  Legal  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

Ton  Hunthausen.  IS  Audit  &  Operations 

James  Gillett,  Financial-Compliance  Audit 


February  2002 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Department  of  Agriculture  (department)  for 
fiscal  years  1999-2000  and  2000-2001 .  The  objectives  of  the  audit  were  to  determine  if: 

1.  The  department  complied  with  applicable  state  and  federal  laws  and  regulations. 

2.  The  department's  administrative  and  accounting  controls  ensured  resource  use  was  consistent  with 
laws  and  regulations;  resources  were  safeguarded  against  waste,  loss,  and  misuse:  and  financial 
information  was  maintained  and  fairly  disclosed  in  the  financial  records. 

3.  The  department's  financial  schedules  present  fairly  the  department's  results  of  operations  and 
changes  in  fund  balances  property  held  in  trust  for  the  two  fiscal  years  ended  June  30,  2001. 

4.  The  department  implemented  prior  audit  recommendations. 

This  audit  resulted  in  an  unqualified  report  (page  A-l )  on  the  department's  financial  schedules 
(page  A-3)  and  no  recommendations.  The  prior  audit  report  contained  one  recommendation 
related  to  investment  income  from  the  noxious  weed  management  trust  fund.  The  department  has 
implemented  the  prior  recommendation.  The  department's  response  to  this  report  is  on  page  B-l. 

A  list  of  Appointed  and  Administrative  Officials  and  Committees  and  Boards  with  respect  to  the 
department  can  be  found  on  page  i. 

The  Constitution  of  the  state  of  Montana  mandates  the  legislature  provide  for  a  Department  of 
Agriculture.  The  department's  statutory  functions  and  responsibilities  are  to: 

1 .      Encourage  and  promote  the  interests  of  Montana  agriculture. 


3. 


Collect  and  publish  agricultural  statistics. 

Assist,  encourage,  and  promote  the  organization  of  farmers'  institutes,  agricultural  societies,  fairs, 
and  other  exhibitions  of  agriculture. 


4.      Adopt  standards  for  grade  and  other  classifications  of  farm  products. 

Room  160,  State  Capitol  Building  PO  Box  201705  Helena,  MT  59620-1705 
Phone  (406)  444-3 122  FAX  (406)  444-9784  E-Mail  ladfcstate.mt.us 


5.  Assist  in  the  development  of  economical  and  efficient  marketing  distribution  systems. 

6.  Gather  and  distribute  marketing  information  concerning  supply,  demand,  price,  and  movement  of 
farm  products. 

7.  Regulate  and  protect  Montana  agricultural  activities  through  the  administration  of  statutes  related  to 
agriculture. 

The  department  is  organized  under  the  following  divisions: 

Central  Management  Division  -  includes  the  director's  office  and  provides  support  to  all  of  the  programs 
in  the  department  by  performing  accounting,  fiscal  management,  payroll,  personnel,  purchasing,  property 
control,  data  processing,  system  analysis,  computer  programming,  and  legal  support  functions. 

Agricultural  Sciences  Division  -  administers  agricultural  programs  relating  to  the  production, 
manufacturing,  and  marketing  of  commodities  exported  from  or  distributed  in  the  state.  It  administers  the 
Montana  Pesticides  Act.  Crop  Insect  Detection  Act,  Vertebrate  Pest  Management  Act,  Agricultural 
Chemical  Groundwater  Protection  Act,  Noxious  Weed  Management  Trust  Fund  Act.  Commercial  Feed 
and  Fertilizer  laws.  Organic  Certification  program,  and  the  department's  Chemical  Analytical  Laboratory'. 
Division  personnel  provide  technical  and  consultant  services  to  consumers  and  agricultural  producers. 

Agricultural  Development  Division  -  administers  programs  that  promote  Montana  agriculture  through 
market  development  and  business  assistance.  The  program  provides  administrative  support  to  the  Alfalfa 
Seed  Committee,  the  Montana  Wheat  and  Barley  Committee,  the  Montana  Agricultural  Development 
Council,  and  the  Board  of  Hail  Insurance.  The  division  includes  the  State  Grain  Laboratory,  which 
performs  tests  to  establish  contract  settlement  prices  between  buyers  and  sellers  of  grain  crops. 

We  thank  the  director  and  his  staff  for  their  cooperation  and  assistance  throughout  the  audit. 

Respectfully  submitted. 


(L 


^>3a£  % 


Scott  A.  Seacat 
Legislative  Auditor 


Appointed  and  Administrative  Officials 


Department  of  Agriculture 


W.  Ralph  Peck.  Director 

Frieda  Houser.  Administrator.  Central  Management  Division 
Gregory  H.  Ames,  Administrator.  Agricultural  Sciences  Division 
Will  Kissinger,  Administrator.  Agricultural  Development  Division 


Administratively  Attached 
Councils,  Committees  and 
Board 


Agriculture  Development  Council 

Montana  Alfalfa  Seed  Committee 

Mint  Committee 

Wheat  and  Barley  Committee 

Noxious  Weed  Advisory  Council 

Weed  Seed  Free  Forage  Advisory  Council 

Board  of  Hail  Insurance 

Pesticide  Advisory  Council 

Organic  Commodity  Advisory  Council 


Members  of  the  audit  staff  involved  in  this  audit  were  Laurie 
Barrett.  Wayne  Kedish,  and  Amber  Long. 
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LEGISLATIVE  AUDIT  DIVISION 


Scott  A.  Seacat,  Legislative  Auditor 
John  W.  Northev.  Lesial  Counsel 


Deputy  Legislative  Auditors: 

Jim  Pellegrini,  Performance  Audit 

Tori  Hunthausen,  IS  Audit  &  Operations 

James  Gillett,  Financial-Compliance  Audit 


INDEPENDENT  AUDITOR'S  REPORT 

The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Schedules  of  Changes  in  Fund  Balances  &  Property  Held  in  Trust, 
Schedules  of  Total  Revenues  &  Transfers-In,  and  Schedules  of  Total  Expenditures  &  Transfers-Out  of  the 
Department  of  Agriculture  for  each  of  the  fiscal  years  ended  June  30.  2000  and  2001.  The  information 
contained  in  these  financial  schedules  is  the  responsibility  of  department  management.  Our  responsibility 
is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of 
America.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  schedules  are  free  of  material  misstatement.  An  audit  includes  examining,  on 
a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well 
as  evaluating  the  overall  financial  schedule  presentation.  We  believe  that  our  audit  provides  a  reasonable 
basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of  accounting 
other  than  accounting  principles  generally  accepted  in  the  United  States  of  America.  The  schedules  are 
not  intended  to  be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash 
flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material  respects,  the  results 

of  operations  and  changes  in  fund  balances  and  property  held  in  trust  of  the  Department  of  Agriculture  for 

each  of  the  fiscal  years  ended  June  30,  2000  and  2001,  in  conformity  with  the  basis  of  accounting 

described  in  note  1. 

Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


January  31,  2002 
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MONTANA  DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  TOTAL  EXPENDITURES  &  TRANSFERS-OUT 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  2001 


Program  (Sub- 
Class)  Not 
Specified 


PROGRAM  (SUB-CLASS)  EXPENDITURES  &  TRANSFERS-OUT 


Agricultural 

Development 

Division 


Agricultural 
Sciences 
Division 


Central 
Management 


Personal  Services 
Salanes 

Other  Compensation 
Employee  Benefits 
Personal  Services-Other 
Total 


(1.224) 


(1.224) 


953.621 

$ 

1.657.918    $ 

456.855 

$  3.068.594 

9.375 

2.575 

1 1 .950 

246.240 

433.383 

113.960 

793,583 

(1,224) 

1.209.436 


3,872.903 


Operating  Expenses 
Other  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 
Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 

Equipment  &  Intangible  Assets 
Equipment 
Total 

Grants 
From  Other  State  Sources 
Total 

Benefits  &  Claims 
From  State  Sources 
Total 

Transfers 
Accounting  Entity  Transfers 
Total 

Total  Expenditures  &  Transfers-Out 


53.455 


53.455 


1,265.011 

347.472 

25.004 

1.637.487 

55.755 

178.508 

12.363 

246.626 

56.024 

69.949 

11.151 

137.124 

196.783 

79.548 

17.251 

293.582 

40.296 

68.204 

24.901 

133,401 

9.547 

9,547 

10,625 

22.898 

1.957 

35.480 

641,809 

39.768 

24.930 

759.962 

1.751.661 

1.751.661 

2,891.594 

2.891.594 

85.992 

85,992 

$ 

8  214  533 

315.392 


2.105.754 


640,593 


5,961, 962 


117,557 


3.253.209 

315,392 

315.392 

3.857.415 

3.857,415 

2,891,594 

2,891.594 

726.585 

726.585 

$  14.917098 

EXPENDfTURES  &  TRANSFERS-OUT  BY  FUND 


General  Fund 
Special  Revenue  Fund 
Enterprise  Fund 
Expendable  Trust  Fund 
Nonexpendable  Fund 
Total  Expenditures  &  Transfers-Out 

Less      Nonbudgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 
Budget  Authority 
Unspent  Budget  Authority 


(201) 

53.523 

(1.224) 

133 

s 

1.841.900 

3.075.542 

3.153.264 

143.827 

$ 

$ 

64.316 

5,282.784 

4.269 

610.593 
5.961.962 

655,052 

(32,067) 

5.338.977 

5,987,852 

648875 

$ 

207.651 

445.173 

35.548 

s 

$ 

2.113.666 

8.857.022 

3,191.857 

143.960 

610,593 

52.231 

54.283 

(2.052) 

0 

s 

8.214.533 

161,942 

(65,498) 

8,118,089 

13,112,699 

4,994,610 

$ 

688,372 

29 

688,343 
703,836 

15,493 

14.917.098 

871.277 
(99.588) 

14, US  409 

19.804.387 

0 

■  6sh  '■•re. 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 

General  Fund 
Special  Revenue  Fund 
Enterprise  Fund 
Unspent  Budget  Authonty 


71,105 

$ 

1.286 

$ 

12,024 

$    84,415 

4.259,960 

647.494 

3,469 

4.910.923 

663,545 

95 

663,640 

15.493  $      5.658,978 


This  schedule  is  prepared  from  the  Statewide  Accounting.  Budgeting,  and  Human  Resources  System  (SABHRS)  without  adjustment    Additional  information  is  provided  in  the 
notes  to  the  financial  schedules  beginning  on  page  A-9 
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MONTANA  DEpAR'MENT  QF  AGRICULTURE 
SCHEDULE  OF  TQTA..  EXPENDITURES  &  TRANSFERS-OUT 

POP  THE  FI5CA,  YEAR  ENDED  JiNE  ¥. .  2QQC 


Program 

(Sub-class)  Not 

Specified 


PROGRAM  SUB-CLASS  EXPENDITURES  &  TRANSFERS-OUT 


Agricultural 

Development 

Division 


Agncultural 
Science 
Division 


Central 

Management 

Division 


Personal  Services 
Salaries 

Other  Compensation 
Employee  Benefits 
Personal  Services- Other 
Total 


(6.089) 


(6,089) 


826.750         S     1.591.611 


11.000 
203.075 


8.300 
421.728 


S     2.876.961 

19.300 

735.844 

(8.089) 


Operating  Expenses 
Other  Services 
Supplies  &  Matenals 
Communications 
Travel 
Rent 
Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


766725 

374.970 

63.980 

10.486 

1.216.161 

100.784 

213.590 

30.253 

5.774 

350.401 

51.432 

69.324 

11.705 

4.605 

137.066 

182.874 

120.103 

28.419 

17.314 

348710 

32.927 

59.477 

23.761 

3.524 

119.689 

7.807 

7.807 

15.496 

26.329 

1.688 

293 

43.806 

600.925 

39.347 

20  640 

13.665 

691.072 

Equipment  &  Intangible  Assets 
Equipment 

Total 


Grants 
From  State  Sources 
From  Federal  Sources 
Total 

Benefits  &  Claims 
From  State  Sources 
Total 

Transfers 
Accounting  Entity  Transfers 
Total 

Debt  Service 
Leases 
Total 

Total  Expenditures  &  Transfers-Out 


(44.224) 


(44.224) 


880.005 
12.580 


(35,818) 


892,586 

2.253,441 

2,253.441 

106.226 

106.226 

1.308 

1.308 

6.053.356 

2.869.066 
12.580 


S  12.336.357 


EXPENDITURES  &  TRANSFERS-OUT  BY  FUND 


General  Fund  S 

Special  Revenue  Fund 
Enterprise  Fund 
Expendable  Trust  Fund 
Nonexpendable  Fund 
General  Fixed  Asset  Group 
Total  Expenditures  &  Transfers-Out 

Less     Nonbudgeted  Expenditures  &  Transfers-Out 

Prior  Year  Expenditures  &  Transfers-Out  Adjustments 
Actual  Budgeted  Expenditures  &  Transfers-Out 
Budget  Authority 
Unspent  Budget  Authonty  $ 


201 

$ 

827.573 

S 

51.210 

s 

230.059 

S     1.109.043 

15.055 

2.632,949 

5.071.821 

441.233 

i 

1.490 

8162.548 

(8,089) 

2.592.684 

3.929 

35.274 

2.623798 

16.238 

150 

114.095 

130.483 

(59.223) 

375.148 

(5.440) 

5.496.668 

315.925 
(5  440) 

(35.818) 

6.053.356 

706.566 

115.585 

12.336.357 

(52.057) 

150 

384,790 

115.555 

448.438 

16.239 

(446) 

(339) 

5 

30 

15.488 

0 

6.053.652 

5.112.217 

706.562 

0 

11.872.431 

S 

12.818.047 
6  764  395 

s 

5.696.051 

$ 

745.053 
38,491 

% 

19.259.151 

0 

S    7,386.720 

UNSPENT  BUDGET  AUTHORITY  BY  FUND 


General  Fund 
Special  Revenue  Fund 
Enterpnse  Fund 
Unspent  Budget  Authority 


1.670.459 

S 

11.559 

s 

32.594 

4.348.452 

571,841 

5.897 

745.484 

434 

S    1.714,612 

4.926.190 

745,918 

S    7.386720 


This  schedule  is  prepared  from  the  Stalewide  Accounting.  Budgeting,  and  Human  Resources  System  (SABHRS)  without  adjustment    Additional  information  is  provided  in  the 
notes  to  the  financial  schedules  beginning  on  page  A-9 
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Montana  Department  of  Agriculture 

Notes  to  the  Financial  Schedules  for  the 
Two  Fiscal  Years  ended  June  30,  2001 


Summary  of  Significant 
Accounting  Policies 


Basis  of  Accounting 


The  Department  of  Agriculture  (department)  uses  the  modified 
accrual  basis  of  accounting,  as  defined  by  state  accounting  policy, 
for  its  Governmental  and  Expendable  Trust  Funds.  In  applying  the 
modified  accrual  basis,  the  department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are  measurable 
and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department  incurs 
the  related  liability  and  it  is  measurable,  with  the  exception  of 
the  cost  of  employees'  annual  and  sick  leave.  State  accounting 
policy  requires  the  department  to  record  the  cost  of  employees' 
annual  leave  and  sick  leave  when  used  or  paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary  and 
Nonexpendable  Trust  Funds.  Under  the  accrual  basis,  as  defined  by 
state  accounting  policy,  the  department  records  revenues  in  the 
accounting  period  earned  when  measurable  and  records  expenses  in 
the  period  incurred  when  measurable. 


Basis  of  Presentation 


Expenditures  and  expenses  may  include:  entire  budgeted  service 
contracts  even  though  the  department  receives  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order  before 
fiscal  year-end,  but  not  received  as  of  fiscal  year-end;  and  equipment 
ordered  with  a  purchase  order  before  fiscal  year-end. 

The  financial  schedule  format  is  in  accordance  with  the  policy  of  the 
Legislative  Audit  Committee.  The  financial  schedules  are  prepared 
from  the  transactions  posted  to  the  Statewide  Accounting. 
Budgeting,  and  Human  Resource  System  (SABHRS)  without 
adjustment. 
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Notes  to  the  Financial  Schedules 


Governmental  Funds 


Accounts  are  organized  in  funds  according  to  state  law.  The 
department  uses  the  following  funds: 

General  Fund  -  to  account  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund. 


Proprietary  Funds 


Fiduciary  Funds 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific  revenue 
sources  legally  restricted  to  expenditures  for  specific  purposes. 
Department  Special  Revenue  Funds  include  activities  related  to  the 
Montana  Growth  Through  Agriculture  Program;  registration  and 
inspections  of  fertilizers  and  feed;  grain  inspections;  wheat,  barley, 
and  alfalfa  seed  market  research  and  promotion:  and  noxious  weed 
management  projects. 

Enterprise  Fund  -  to  account  for  operations  (a)  financed  and 
operated  in  a  manner  similar  to  private  business  enterprises,  where 
the  Legislature  intends  that  the  department  finance  or  recover  costs 
primarily  through  user  charges;  or  (b)  where  the  Legislature  has 
decided  that  periodic  determination  of  revenues  earned,  expenses 
incurred,  or  net  income  is  appropriate.  Department  Enterprise  Funds 
include  the  Hail  Insurance  and  the  Alfalfa  Leaf  Cutting  Bee 
programs. 

Trust  and  Agency  Funds  -  to  account  for  assets  held  by  the  State  in 
a  trustee  capacity  or  as  an  agent  for  individuals,  private 
organizations,  other  governments,  or  other  funds.  Department 
fiduciary  funds  include  Expendable  Trust  Funds.  Nonexpendable 
Trust  Funds,  and  Agency  Funds. 

The  Expendable  Trust  Fund  holds  Rural  Development  assets 
transferred  to  the  state  under  the  Rural  Rehabilitation  Corporation 
Liquidation  Act.  The  department  uses  this  fund  to  operate  its  Rural 
Development  Loan  Programs. 
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The  Nonexpendable  Trust  Fund  holds  50  percent  of  the  proceeds 
from  a  surcharge  assessed  on  registered  herbicides  sold  for  consumer 
use.  Section  80-7-814.  MCA,  states  when  the  principal  in  this  fund 


Notes  to  the  Financial  Schedules 


reaches  $2.5  million,  any  interest  generated  may  be  expended  for 
noxious  weed  management  projects,  as  long  as  the  principal  remains 
at  least  $2.5  million.  The  principal  reached  $2.5  million  on  July  31, 
1992.  The  surcharge  was  terminated  on  December  31,  1993.  The 
termination  of  the  surcharge  does  not  prevent  the  department  from 
expending  the  interest  earnings  on  projects.  The  1999  Legislative 
session  enacted  section  80-7-822.  MCA,  that  transferred  $1,125,000 
in  fiscal  years  1999-2000  and  2000-2001  from  the  highway  non- 
restricted  account  established  in  section  15-70-125,  MCA,  to  the 
noxious  weed  management  trust  fund,  provided  for  in  section 
80-7-810(2),  MCA,  for  noxious  weed  management.  The  money  may 
not  be  expended  until  the  principal  of  the  trust  fund  reaches  $10 
million.  However,  interest  or  revenue  generated  by  the  trust  fund 
must  be  deposited  in  the  special  revenue  fund  and  may  be  expended 
for  noxious  weed  management  projects. 


2.    General  Fund  Balance 


Agency  Funds  account  for  commercial  pesticide  applicator 
certificates  of  deposit  which  the  state  holds  to  ensure  the  public  will 
be  compensated  if  applicators  are  negligent.  The  department  also 
holds  certificates  of  deposit  and  letters  of  credit  from  commodity 
dealers,  produce  wholesalers,  and  public  warehousemen  to  meet 
bonding  requirements.  Commodity  dealers,  produce  wholesalers, 
and  public  warehousemen  may  also  insure  themselves  through 
private  bonding  companies. 

The  negative  fund  balance  in  the  General  Fund  does  not  indicate 
overspent  appropriation  authority.  The  department  has  authority  to 
pay  obligations  from  the  Statewide  General  Fund  within  its 
appropriation  limits.  The  department  expends  cash  or  other  assets 
from  the  statewide  fund  when  it  pays  General  Fund  obligations.  The 
Department's  outstanding  liabilities  exceed  the  assets  it  has  placed  in 
the  fund,  resulting  in  negative  ending  General  Fund  balances  for 
each  of  the  two  fiscal  vears  ended  June  30,  2000.  and  June  30.  2001. 


3.    Expenditure  Program 
(Sub-Class) 


As  part  of  the  implementation  of  a  new  accounting  system  in  fiscal 
year  1999-2000,  state  officials  determined  that  a  sub-class 
designation  would  identify  the  program  to  which  an  expenditure 
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should  be  charged.  State  officials  did  not  require  nonbudgeted 
expenditure  transactions  to  be  identified  to  a  sub-class.  The  program 
designations  in  the  Schedules  of  Total  Expenditures  &  Transfers-Out 
are  based  on  the  sub-class  designation  used  when  the  expenditures 
were  recorded.  The  accounting  system  did  not  require  agencies  to 
code  nonbudgeted  accounts  with  a  sub-class  code  identifying  the 
expenditure  program  in  which  the  activity  occurred  until  September 
2000.  This  new  edit  requires  that  all  expenditure  transactions 
entered  through  the  general  ledger  include  a  sub-class  value.  This 
nonbudgeted  activity  is  included  in  the  column  titled  Program 
(Sub-Class  Not  Specified)  on  the  Schedules  of  Total  Expenditures  & 
Transfers-Out. 


Direct  Entries  to  Fund  Direct  entries  to  fund  balance  in  the  General  and  Special  Revenue 

Balance  fund  types  in  fiscal  year  1 999-2000  and  fiscal  year  2000-200 1 

include  entries  generated  by  SABHRS  to  reflect  the  flow  of 
resources  within  individual  funds  shared  by  separate  agencies. 
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February  27.  2002  RECEIVED 

FEB  2  7  2002 

Scott  A.  Seacat 

Legislative  Auditor  LEGISLATIVE  AUDIT  DIV. 

Room  135  State  Capitol 

Helena  MT  59620-1705 

Dear  Mr.  Seacat: 

We  would  like  to  thank  you  and  your  staff  for  the  professional  and  courteous  manner  in 
which  the  department's  financial-compliance  audit  was  performed.  We  will  continue  to 
do  our  best  to  provide  for  the  appropriate  administration  of  the  department. 

Sincerely. 


jd/fl  tick 


Ralph  Peck 
Director 
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